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DRAFT
For an Act entitled: "An Act adopting a mineral policy for
the state."”
BE IT EtMCTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.99 1is amended by adding a new section
to read:
Sec. 44.99.110. DECLARATION OF STATE MINERAL
POLICY; CIVIL
ACTION. () The legislature, acting under art. VIII,
sec. 1 of the Constitution of the State of Alaska, 1in
an effort to further the economic development of the
state; to maintain a sound economy and stable
employment; and to encourage responsible economic
development within the state for the benefit of present
and future generations through the purposeful
development of the abundant mineral resources within
the state, 1including metals, industrial minerals, and
coal, declares as the mineral policy of the state that
(1) state land be available and managed for

mineral exploration and development through multiple use.

[(1) STATE LAND BE AVAILABLE FOR MINERAL EXPLORATION
AND DEVELOPMENT THROUGH MULTIPLE USE PRACTICES THAT MAY

NOT SUBORDINATE MINERAL RESOURCE DEVELOPMENT;]
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2) mineral development will be encouraged through
reasonable and consistent, non-duplicatlve regulations and
administrative stipulations.

[(2) MINERAL DEVELOPMENT NOT BE ENCUMBERED BY
EXCESSIVE, UNATTAINABLE, OR UNECONOMICAL LEGISLATIVE OR
ADMINISTRATIVE STIPULATIONS;]

(3) The development of a statewide transportation
infrastructure system be encouraged for the purpose of
facilitating mineral development and the entry into the
marketplace of mineral products; and

[(3) A COMPREHENSIVE TRANSPORTATION INFRASTRUCTURE BE
DEVELOPED IN THE STATE TO FACILITATE THE ENTRY INTO THE
MARKET PLACE OF MINERAL PRODUCTS; AND]

(4) the general and public functions of the state
that promote mineral development, inform and educate
the public, and advance the knowledge and technology of
the mineral industry receive the support of the state.

(b) Within one (1) year of the effective date of
this Act, all State departments, boards, and commissions
shall review their statutory*authority, administrative
regulations, and procedures ;pplicable to mineral
exploration and development to determine whether there are
any deficiencies or inconsistencies that must be addressed
in order to comply with this Act.

((b) A PERSON MAY FILF A riVIL ACTION AGAINST A PERSON

OR ENTITY,INCLUDING THE STATE, AN INSTRUMENTALITY OF
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THE STATE, OR AN OFFICER OR EMPLOYEE OF THE STATE
ACTING 1IN AN OFFICIAL CAPACITY, FOR FAILING TO CARRY
OUT A POLICY ESTABLISHED UNDER THIS SECTION. A COURT,
IN ISSUING A FINAL ORDER IN AN ACTION BROUGHT UNDER
THIS SUBSECTION, MAY AWARD COSTS AND EXPERT WITNESS AND

ATTORNEY FEES TO THE PREVAILING PARTY.]
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Bradlev
3/10/87
Original sponsors: Coghill, Bennett,
Faiks, et al.
IN THE SENATE BY THE RESOURCES COMMITTEE
-CS FOR SENATE BILL NO. 94 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act adopting a mineral policy for the swate; and

BE

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

T Section 1. AS44.99 1is amended by adding a new section to read:

Sec. 44.99.110. DECLARATION OF STATE MINERAL POLICY; CIVIL
ACTION. The legislature, acting under art. VIIlI, sec. 1 of the Con-—
stitution of the State of Alaska, 1in an effort to further the economic
development of the state, to maintain a sound economy and stable
employment, and to encourage responsible economic development within
the state for the benefit of present and future generations through
the purposeful development of the abundant mineral resources within
the state, 1including metals, industrial minerals, and coal, declares
as the mineral policy of the state that

(1) state land be available and managed for mineral explo—
ration and development through multiple use; e e

(2) mineral development be encouraged through reasonable
and consistent nonduplicative regulations and administrative stipu—
lations ;

) the development o" a statewide transportation infra—
structure system be encouraged for the purpose of facilitating mineral
development and the entry into the market place of mineral products;
and ¢

4) the general and public functions of the state that

promote mineral development, inform and educate the public, and

1- CSSB 94(Res)
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advance the knowledge and technology of the mineral industry receive

the support of the state.

* Sec. 2. (@) Within six months from the effective date of this Act,
each department, board, commission, or agency of the state shall review its
statutory authority, 1its administrative regulations, and 1its procedures
applicable to mineral exploration and development to determine whether
there are deficiencies or inconsistencies that must be addressed 1in order
to comply with the policy enacted in sec. 1 of this Act.

(b) Each department, bo? , commission, or agency of the state shall
forward 1its comments and recommendations to the commissioner of natural
resources. The commissioner of natural resources shall assemble the com—
ments and recommendations and forward them to the governor and the legisla—
ture within the first 10 days of the Second Session of the Fifteenth Alaska
State Legislature.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c)-.

CSSB 94(Res) 2
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Bradley
3/10/87
Oxiginal sponsors: Coghill, Bennett
Faiks, et al.
IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 94 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act adopting a mineral policy for the state; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Sectionl. AS 44.99 1is amended by adding a new section to read:
Sec. 44.99.110. DECLARATION OF STATE MINERAL POLICY; CIVIL

ACTION. The Jlegislature, acting under art. VIII, sec. 1 of the Con-—
stitution of the State of Alaska, in an effort to further the economic
development of the state, to maintain a sound economy and stable
employment, and to encourage responsible economic development within
the state for the benefit of present and future generations through
the purposeful development of the abundant mineral resources within
the state, 1including metals, industrial minerals, and coal, declares
as the mineral policy of the state that

(1) state land be available and managed for mineral explo—
ration and development through multiple use;

) mineral development be encouraged through reasonable
and consistent nonduplicative regulations and administrative stipu—
lations ;

3) the development of a statewide transportation infra—
structure system be encouraged for the purpose of facilitating mineral
development and the entry into the market place of mineral products;
and

4) the general and public functions of the state that

promote mineral development, inform and educate the public, and

-1- CSSB 94 (Res)
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advance the knowledge and technology of the mineral 1industry receive

the support of the state.

* Sec. 2. (a) Within one year from the effective date of this Act,
each department, board, commission, or ager.cy of the state shall review its
statutory authority, 1its administrative regulations, and 1its procedures
applicable to mineral exploration and development to determine whether
there are deficiencies or 1inconsistencies that must be addressed in order
to comply with the policy enacted in sec. 1 of this Act.

(b) Each department, board, commission, or agency of the state shall
forward 1its comments and recommendations to the commissioner of natural
resources. The commissioner of natural resources shall assemble the com—
ments and recommendations and forward them to the governor and the legisla—
ture within the first 10 days of the First Session of the Sixteenth Alaska
State Legislature.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c)-

CSSB 94(Res) o
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Feb. 26, 1987
St::eve Johnson

P.0. 670874
Chugiak, AK 99567
688-9782 (res.)

Representative Sam Cotten,

I W appreciate it if you read my comments to Division of Parks and
Outdoor Recreation regarding the clos”ure of Peters Creek to snow veh."cles.
I believe the motorized users have stretched the truth to you. Please read
the survey from the Chugiak Star 2/12/87 on wintertime activites in the Eagle
River-Chugiak area. Skiers(non motorized users) headed the wintertime activities
at 43%. Snow vehicle users which included 11 other activities were only 19%.
Total non-motorized activities in the Eagle River-Chugiak area are +81%
compared to -19% for motorized activities during the winter. I would think any
closfcure to motorized use in Chugach State Park affecting EagleRiver and

Chugiak has overwhelming support.

I1"d also like to point out that Eagle River and Ekultna Valley are open to
snow vehicles. This closaure would narrow the gap to balance the north end of
Chugach State Park, between motorized and non motorized users.

I feel if you support the opening of snow vehicles in Peters Creek you are
ignoring a state law currently being violated (snow vehicles on a public road),
and the violation of a state park regulation (snow vehicles in a closed area-

wilderness zone).

I"d appreciate yuui comments on the Peters Creek snow vehicle clos&ureor

any other 1issues in the future regarding Peters Creek.

Thank you
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Feburary 20, 1987
Steve Johnson

P.0. Ec- 670S74
Chugiak, AK 99567

Division of Parks and Outdoor Recreation,

This letter is to comment on one of the proposed regulation changes affecting
Chugach State Park (CSP). Specifically, my comments will be regarding 11 AAC 20.010.

I strongly recommend this regulation change be adopted. Some of my reasons
were brought out at the Jan. 28th Anch. public hearing although, Id like to again
address there comments and bring up additional comments.

Again, | support the CSP trail plan and the CSP Citizens Advisory Board which
recommends the closeure of snow vehicles in the Peters Creek drainages. The three
reasons for the closeure AXZlisted on page 68 Apendix”® of the CSP trail plan are
valid reasons.

As a resident in Peters Gate Subdivision and landowner on Malcom Dr. |1 have
a good idea on the number of snow vehicles using the Peters Creek drainage. From
my observations the use 1is predominately by local residents. Rarely; snow vehicle
operators use trailers and park at the end of Malcom Dr.. The reason is there
isn"t an adequate parking area and loading ramp provided by CSP like all the other
areas open to snow vehicles in the park. Ekultna, Upper Huffman and Bird Valley
all have a parking area and a loading ramp or”loading area. During the weekend we
are constantly hearing the loud noisejof local resident snow inachiners and ATV
users racing up Malcom Dr. which is a public road and 1is a violation under state

law. Since CSP isnt providing a parking area and loading ramp for snow vehicle

park users, this 1is currently prompting illegal use on public roads by local residents

The steep access road grades prevents many other snow vehicle park users, other than
local residents, to drive to the end of Malcom Dr.. Why 1is Peters Creek drainage

open to snow vehicles without proper facilates?

A major problem with snow vehicle users in Peters Creek is the current closeure
at nine mile creek. This 1is being ignored by snow vehicle users. One reason is the
area isnt properly signed and at that point the drainage 1is narrow. The snow
vehicle operators continue up the drainage and into the wilderness zone which

prohibits motorized vehicles. ASnore logical closeure for snow vehicles would be



at the trailhead (11/2 miles before nir.e mile creek). The boundary of the wilderness
zone 1is where the drainage opens up and is the reason why snow vehicle users
continue into this area. Why 1is CSP allowing snow vehicles this far into the
drainage which 1is tempting the snow vehicle operators to venture into the prohibited
area of motorized vehicles in the wilderness zone? The wilderness zone 1is in the
alpine which is a high windblown area in Peters Creek and a major portion of the
slopes are bare during the winter. Mv wife and 1 took a three dav bsckcountry ski/
climbing trip to the headwarers of Peters Creek, Feb. 13-15, 1937. Once we passed
nine mile ere"dk we followed up the creek crossing ice bridges when the slopes of

the drainage forced us. On the south side of the creekfon top of a small morine
which follows the drainage all the way into the wilderness zone;is a packed snow
machine road. This is a violation of the current park regulations. Once 1in the
wilderness zone we observed snow machine tracks on almost completely bare slopes

damaging alpine vegetation. 1In the wilderness zone we made our own trail but, we

were very dissapointed to work hard into this area and end up running into snow
machine tracks everywhere! We were continually reminded of their presence by
seeing their tracks while sking past Mt. Rumble on the south side and to the head-—
waters of Peters Creek. Ironically we followed five wolf tracks which only stayed
on the packed snow machine trail. As a rare experience to see wolf tracks 1in CSP
we were dissapointed it was on snow machine tracks deep into the wilderness zone.

I1"d like to finish by pointing out my major reasons why the drainage should be
closed and 1 applaud CSP for proposing this regulation change to close snow vehicles
in the Peters Creek drainages. The steep access road grades, 1inadaquate parking;
no loading ramp for vehicles, failure to keep local residents within the current
closeure, motorized vehicles violating park regulations in the wilderness zone,
zero enforcement, by CSP staff and the recommendation by the CSP Citizens Advisory
Board and the CSP trail plan is ample support for the Division of Parks and

Outdoor Recreation to close snow vehicles in the Peters Creek drainages.

Thankyou for the opportunity to comment on this regulation change”
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While area resident* strongly
iupporl the development of a
ocal tourism industry, only
Ibout one-third of them take
their out-of-town guests to visit
listing attractions in Chugiak -
Eagle River.

Thai's one of the more strik-
ing results of a survey recently
completed by the Chugiak -

Eagle River Chamber of
Commerce Tourism Committee.
Last fall, the committee

distributed a questionnaire about
tourism to numerous Chugiak -
Eagle River residents, and to
some businesses. The committee
eventually got back 204 of the
questionnaires, and chairman
Mark Eidem finished tabulating
the results this week.

The first question asked if
residents supported tourism
development in Chugiak - Eagle
River. The answer, in no uncer-
tain terms, was "yes.” A total of
87 percent of those responding
said so; 11 percent said "no;”
and 2 percent were undecided.

People were then asked what
their main concern would be if
tourism were developed in
Chugiak - Eagle River. Forty-five
percent said they had no con-
cerns at all; of the rest, most (28
percent of the total) were worried
that such development might
result in increased traffic conges-
tion and litter. Eidem said other
concerns mentioned none
accounting for more than 8 per-
cent of the responses — included
tax increases, overcommer-
cialization, losing the small-town
atmosphere, haphazard growth,
and damage to the environment.

The questionnaire then asked

Senators 1auu
Pnnu al, PTA
or ice actions

Birchwood Elementary School,
principal Frank Randazzo and
the school’s PTA have been
iccommended by Senators Rick
HaFord and Tim Kelly to receive
a letter from the Alaska State
Legislature honoring them for
their maintenance of the school’s
ice rink despite budget cuts.
-The proposed resolution
reads: "The members of the Fif-
teenth Alaska Legislature con-
gratulate Mr. Frank Randazzo.
Principal of the Birchwood
Elementary School, and the Bir-
chwood PTA for their courage
and their care and concern for
the children of Birchwood,
Alaska."

people what th
summer and winter activities arc
in Chugiak - Eagle River. In the
summertime, camping and hik-
ing led the list with 38 percent;
fishing was a distant second, with
15 percent; that was followed by
picnicking and swimming, 10
percent; and Il other activities,
totalling 26 percent, that,
included boating, softball, and
three-wheeling.

As for the wintertime, skiing
was the favorite. Eidem said
many people didn’t specify what
kind of skiing when they
answered, but that those who did
mentioned cross-country skiing
most of the time. Skiing led with
43 percent, followed by skating
with 25 percent (split between
local lakes, school rinks, and the
Fire Lake Recreation Center);
then came sledding, 13 percent,
and 11 others totalling 19 per-
cent, including hockey,
snowmachining, hiking, dog
mushing, and bowling.

One of the more revealing sets
of answers came in connection
with this question: "Where do
you take out-of-town guests?"
The answer was 36 percent
Chugiak - Eagle River, 64 per-
cent elsewhere. The most
popular local destination
mentioned was the Eagle River
Visitor Center, 19 percent of the
total; that was followed by
Eklutna (both the village and the
lake), 6 percent; Skyline Drive in
Eagle River, 4 percent; and less
frequent mentions of Thunder-
bird Falls, Mirror Lake, South
Fork, and canoeing on the Eagle
River.

As for the other places people
take their guests, Portage Glacier
led the way with 21 percent. That
was followed by various loca-
tions in the Kcnai Penninsula, 15
percent; the Mat-Su Valley, 9
percent;' Anchorage, 9 percent;
and Denali National Park, 8 per-
cent. Other low-rcsponsc destina-
tions included Valdez, Whittier,
and Fairbanks.

Eidem pointed out that the
survey showed the Eagle River
Visitor Center to be nearly as
popular as Portage Glacier.
"That should be encouraging to
the state parks people," he said.
He was assumed that people who
listed Anchorage meant they
took guests there after they
arrived, since everyone who Hies
to Alaska must pass through
Anchorage to get to Chugiak -
Eagle River.

The final

question asked

Sl APSh

people whar kmds'of winter and
summer tourist facilities they
would like to see developed in
Chugiak - Eagle River. Eidem
said there were almost as many
answers as there were surveys.
"There was nothing conclusive.”
he said, adding that the only sug-
gestion that stood out even
slightly was the need for more
developed recreational vehicle
camping sites.

Eidem said the survey was
conducted for several reasons,
including the obvious one of
finding out what people’s atti-
tudes arc. But the committee is
also hoping to garner a slate
grant lor tourism devclopmfcnt
— and one of the requirements
of the grant is to conduct an
inventory of existing attractions,
and to show community support
for tourism. Eidem said the
survey helped fulfill both those
requirements.

Eidem said the survey results
will be given to various state
agencies involved in tourism and
related fields, and to the local
legislative detceation. "W e want
to show that tou.::"i develop-
ment is important to our
community,” he said.

The survey isn’t all that the
Tourism Committee is doing.
For one thing, it is in the midst
of a petition drive which seeks
signs on the Glenn Highway
leading to the Visitor Center, and
letting motorists know they can
find food, lodging, gas, and a
phone in Eagle River (see
separate story).

Eidem said the group’s next
project will be a seminar for
people in the Anchorage tourism
industry which will acquaint
them with the attractions
available in Chugiak - Eagle
River. Eidem said he’s planning
to hold the seminar in April, so
it can be of benefit during the
coming summer.

Zoning changes
on council agenda

The Eagle River Community
Council will meet on tonight
(Thursday) at the new Eagle
River Library.

The meeting will begin at 7
p.m. and topics to be discussed
include reports by the Road
Board, the Recreation Board,
tariff filings, Title 21 amend-
ments/zoning and Liquor iccnse
renewals.

Chucvok - Coglc (fiver Chamber of Commerce 'e-..vA'V

Will report on 3

Jewel Jones, head of the
municipal department ol health
and human services, will be the
main speaker at the next meeting
of the Chugiak Community
Council, set for Thursday, Feb.
19 at 7.30 p.m. at Chugiak
Children’s Services, mile 19 Old
Glenn Highway.

Jones will report on an inde-
pendent review of the city’s
testing program at Nortlnvoods
Subdivision, where contaminated
groundwater has been found.
Residents of the subdivision
challenged the accuracy of those
tests, and the council asked that
the program be checked by
someone who is not a part of city
government.

The city complied with the
request, and hired experts to do
the work, including consulting
engineer John Lambe and
hydrogeologist Mark Utting;
both men will attend the Feb. 19
meeting. Also on Hand will be
municipal health officials Gus
Andrus and Keith Bandt; Bandt
will discuss the city’s areawide
groundwater monitoring
program.

Also on the Feb. 19 agenda
will be a review of seven
Chugiak-area liquor licenses
which are coming up for
renewal. They include the Shop-
per’s Cache, American Legion
Post 33, Tips 2, Peters Creek
Liquors, Peters Creek F.nter-

00O
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jpflsm tax *

If you have a profit sharing or
you work and it is discontii
(change of jobs, disability, t
place your funds into an Indi'
count (IRA) tax-free!

There is no dollar limit on the
in your account: However, you
in your account within 60 days
of the plan.

THE “ROLLOVER™ PF
IMPORTANT TAX

1. No current tax.



From the desk of:

Mike SzymanskKi
Alaska State Senator
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Offered: 3/12/87 5-0464L
Referred: Rules

Original sponsors: Coghill, Bennett,
Faiks, et al.

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 94 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act adopting a mineral policy for the state; and
providing for an effective date.’

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

A) ~ * Section 1. AS 44.59 is amended by adding a new section to read:

MO
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Sec. 44.99.110. DECLARATION OF STATE MINERAL POLICY; CIVIL
ACTION. The legislature, acting under art. VIII, sec, 1 of the Con-
stitution of the State of Alaska, in an effort to further the economic
development of cht state, to maintain a sound economy and stable
employment, and to encourage responsible economic  development within
the state for the benefit of present and future generations through
the purposeful development of the abundant mineral resources within
the state, including metals, industrial minerals, and coal, declares
as the mineral policy of the state that

(1) state land be available and managed for mineral explo-
ration and development through multiple use

(2) mineral development be encouraged through reasonable
and consistent nonduplicative regulations and administrative stipu-
lations;

(3) the development of a statewide transportation infra-
structure system be encouraged for the purpose of facilitating minera
development and the entry into the market place of mineral products;
and

(4) the general and public functions of the state that
promote mineral development, inform and -educate the public, and

SB0094a -1- CSSB 94(Res)
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advance the knowledge aj)%c;nt s frof the mineral industry receive

the support of the

Sec. 2. (a)Within n the effective date of this Act,
each department, board, commission, or agency of the state shall review its
statutory authority, its administrative regulations, and its procedures
applicable to mineral exploration and development to determine whether
there are deficiencies or inconsistencies that must be addressed in order
to comply with the policy enacted in sec. 1 of this Act.

(b) Each department, board, commission, or agency of the state shall
forward its comments and recommendations to the commissioner of natural
resources. The commissioner of natural resources shall assemble the com-

and recommendations /&nd forward them to the governor and the legisla-

ithin the first days of the Second Session of the Fifteenth Alaskr
State Legislature.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

CSSB 94(Res) 2 SB0094a
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Bradley
AMENDME
TO: CSSB 94 (Resources) - n T

Page 2, line 3:
Delete "six months"

Insert

Page 2, line 13:

Delete "10 days"™

Insert li*tdays™

-1- 3/17/87



T T P BILL SHEFFIELD, GOVERNOR
Ln; u

DEPT. OF ENVIRONMENTAL CONSERVATION Telnphtme:(907)

OFFICE OF TIIE COMMISSIONER Address:
P.O. BOX 0, JUNEAU, ALASKA 99811-]800 (907) 465-2600

March 17, 1987

The Honorable Mike Szynanski
Alaska State Senate

P.O. Box V

Juneau, AK 99811-3100

Dear Senator Szymanski:

Attached are copies of Commissioner Brady"s letter to Senator
Eliason and her letter to Senator Coghill expressing the
administration®s views on SB 94. Basically we have taken the
position that to properly conduct the review called for in
Section 2 of the bill will require a year®s time. A shorter
perio"™™ will result in a less complete review unless additional
rever N are expended. The administration believes that

provio adequate time to conduct the review using existing
resources is an acceptable alternative to requesting additional
resources.

I appreciate your interest in this matter.

Sincerely,

Dennis D. Kelso
Commissioner

Enclosures



CTP n4 CI73 STEVE COWPER, GOVERNOR

UEKVHTSIEXT <IF NATURAL I[tKSOI IU KS 400 WILLOUCHEY A\ E

JUNEAU, ALASKA 99)01-1790
PHONE: (907) 465-24 30
OFFICE OF THE COMMISSIONER

March 10, 1987

The Honorable Jack Coghill

Chair, Senate Resources Commi\:tee
P.0. Box V

Juneau, AK 99811

Dear Senator Coghill:
Subject: SB 94, relating to mineralpolicy.

Background: After the first hearing on the bill, represen—
tatives from the resource departments and the Department of
Commerce and Economic Development met among themselves and
with the Attorney General®s office and various members of
the minerals industry in order to fashion a bill which
addressed the Administration®s concerns, yet retains the
essential intent, language a.id accountability of the origi—
nal version.

Position: The Administration recognizes the need for and
strongly supports the implementationof a Mineral Policy
Act. In the original bill submitted to the Resources
Committee, the Administration identified several technical
concerns, as 1identified in the Attorney General®s opinion,
dated February 12, 1987, and as testified to by Tom Koester.

With respect to Section 1, paragraph (1) of the proposed
substitute, the Administration believes that this paragraph
reiterates and reinforces the state"s commitment to make
state land available for mineral exploration and develop—
ment, within the parameters set out in the Alaska
Constitution.

Paragraph (2) of Section 1 of the proposed substitute
recognizes the need for a streamlined, consistent, reason-—
able and non-duplicative permit process which will be
designed to encourage, not hinder, 1investment in mineral
development.

Paragraph @3) . Section 1 of the proposed substitute
acknowledges th”t a transportation infrastructure which 1is
comprehensive in nature is a vital component in a policy
which supports and encourages mineral exploration and
development.

10-J9LH



Senator Coghill March 10, 1987

Paragraph (@) of Section 1 is identical to the original
bill.

Finally, Section (b) of the proposed bill provides a frame—
work for the Administration to review its regulations and
internal administrative policies 1in order to determine their
consistency with the act, and to address any inconsistencies..
It is intended that affected agencies will prepare reports
for submission to the Governor and Legislature within one

(1) year of the effective date of the act.

Recommendation: Therefore, while the Administration does
not support the version of SB 94 as originally submitted to
the Resources Committee, it respectfully proposes and
requests the committee to consider the attached draft as a
substitute for the original version. The Administration
fully supports this draft and beiieves that it will provide
Alaska with a strong and meaningful mineral policy and set a
positive tone for mineral exploration and development.

cerely,

uv-i Members, Senate Resources Committee
Bill Sponsors
George Sullivan, Governor®"s Office
B misehfer ERMGTAREH OFTice
Commissioner Kelso
Commissioner Smith



DRAFT
For an Acc entitled: "An Act adopting a mineral policy for
the state.™
BE IT ENACTED BY THE LF.olSLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.99 1Is amended by adding a new section
to read:
Sec. 44.99.110. DECLARATION OF STATE MINERAL
POLICY; CIVIL
ACTION. (a) The legislature, acting under art. VIII,
sec. 1 or the Constitution of the State of Alaska, in
an effort to further the economic development of the
state; to maintain a sound economy and stable
employment; and to encourage responsibleeeconomic
%
development within the state for the benefit of present
and future generations through the purposeful
development of the abundant mineral resources within
the state, including metals, industrial minerals, and
coal, declares as the mineral policy of the state that
(1) state land be available and managed for
mineral exploration and development through multiple wuse.
%
[(1) STATE LAND BE AVAILA3LE FOR MINERAL EXPLORATION
AND DEVELOPMENT THROUGH MULTIPLE USE PRACTICES THAT MAY

NOT SUBORDINATE MINERAL RESOURCE DEVELOPMENT;]



2) mineral development will be encouraged through
reasonable and consistent, nor.-duplicatire regulations and
administrative stipulat ions .

[(2) MINERAL DEVELOPMENT NOT 3E ENCUMBERED BY
EXCESSIVE, UNATTAINABLE, OR UNECONOMICAL LEGISLATIVE OR
ADMINISTRATIVE STIPULATIONS;]

(3) The development of a statevide transportation
infrascruccure system be encouraged for the purpose of
facilitating mineral development and the entry 1into the
marketplace of mineral products; and

L(3) A COMPREHENSIVE TRANSPORTATION INFRASTRUCTURE BE
DEVELOPED IN THE STATE TO FACILITATE THE ENTRY INTO THE
MARKET PLACE OF MINERAL PRODUCTS; AND]

1) the general and public functions of the state
that promote mineral development, 1inform and educate
the public, and advance the knowledge and technology of
the mineral industry receive the support of the state.

(b) Within one (1) year of the effective date of
this Act, all State departments, boards, and commissions
shall review their statutory authority, administrative

ix
regulations, and procedures(applicable to mineral
exploration and development to determine whether there are
ant deficiencies or 1inconsistencies that mus t be addressed
in order to comply with this Act.
[(b) A PERSON MAY FILE A CIVIL ACTION AGAINST A PERSON

OR ENTITY,INCLUDING THE STATE, AN INSTRUMENTALITY OF



THE STATE, OR AM OFFICER OR EMPLOYEE OF THE STATS
ACTING IN AN OFFICIAL CAPACITY, FOR FAILING TO CARRY
OUT A POLICY ESTABLISHED UNDER THIS SECTION. A COURT,
IN ISSUING A FINAL ORDER IN AN ACTION BROUGHT UNDER
THIS SUBSECTION, MAY AWARD COSTS AND EXPERT WITNESS AND

ATTORNEY FEES TO THE PREVAILING PARTY.]
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STEVE CQWPER, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES | sowintousts ma.

JUNEAU, ALASKA 9MQM799

OFFICE OF THE COMMISSIONER / PHONE: (907) 463-2400

jd A
March 10, 1987 f=fn. C ,
f'S20-
3 .
The Honorable Jack Coghill
Chair, Senate Resources Committee
P.0O. Box V
Juneau, AK 99311
Dear Senator Coghill;
Subject: SB 94, relating to mineral policy,
Background: After the first hearing on the bill,represen—

tatives fI\tl the resource departments and the Department of
Commerce and Economic Development met among themselves and
with the Attorney General & office and various members of
the minerals industry in order to fashion a bill which
addressed the Administration®s concerns, yet retains the
essential 1intent, language and accountability of the origi—
nal version.

Position: The Administration recognizes the need for and
strongly supports the implementation of a MineralPolicy
Act. In the o-iginal bill submitted to the Resources
Committee, the Administration i1dentified several technical
concerns, as 1identified in the Attorney General®s opinion,
dated February 12, 1987, and as testified to by Tom Koester.

With respect to Section 1, paragraph (1) of the proposed
substitute, the Administration believes that this paragraph

reiterates and reinforces the state ™ commitment to make
State land available for mineral exploration and develop—
ment, within the parameters,-set out in the Alaska

Constitution.

Paragraph (2) of Section 1 of the proposed substitute
recognizes the need for a streamlined, consistent, reason—
able and non-duplicative permit process which will be
designed to encourage, not hinder, 1investment in mineral
development.

Paragraph (3) of Section 1 of the proposed substitute
acknowledges that a transportation infrastructure which 1is
comprehensive 1in nature 1is a vital component in a policy
which supports and encourages mineral exploration and
development.



Senator Coghill -2- March 10, 1987

Paragraph (4) of Section 1 is identical to the Original
bill.

Finally, Section (b) of the proposed bill provides a frame—
work for the Administration to review its regulations and
internal administrative policies in order to determine their
consistency with the act, and to address any inconsistencies.
It is intended that affected agencies will prepare reports
for submission to the Governor and Legislature within one

(1) year of the effective date of the act.

Recommendation; Therefore, while the Administration does
Hot Support the version of SB 94 as originally submitted to
the Resources Committee, it respectfully proposes and

requests the committee to consider the attached draft as a
substitute for the original version, The Administration

fully supports this draft and believes that it will provide

Alaska with a strong and meaningful mineral policy and set a
positive tone for mineral exploration and development.

cerely

cci Members, Senate Resources Committee
Bill SPONSOrs
George Sullivan, Governor®s Office

Rod Swope, Governor®s Office
Commissioner Collinsworth

Commissioner Kelso
Commissioner Smith
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2) mineral development will be encouraged through

reasonable arid consistent, non-duplicative regulatlona and

administrative stipulations.
((2) MINERAL DEVELOPMENT NOT BE ENCUMBERED BY

EXCESSIVE, UNATTAINABLE, OR UNECONOMICAL LEGISLATIVE OR

ADMINISTRATIVE STIPULATIONS{]

(3) The development of a statewide transportation

infrastructure system be encouraged for the purpose of

facilitating mineral development and the entry into the
marketplace of minaral products; and

. [(3) A COMPREHENSIVE TRANSPORTATION INFRASTRUCTURE BE

developed in THE state To FACILITATE THE ENTRY INTO THE

MARKET PLACE OF MINERAL PRODUCTS; AND]

(4) the general and public functions of the state

that promote mineral development, inform and educate

the public, and advance the knowledge and technology Of

the mineral industry receive the support of the state.

(b) Within one (1) year of the effective date of

this Act, all State departments, boards, and commissions

shall review their statutory authority, administrative

regulations, and procedures applicable to mineral

exploration and development to determine whether there are

anv deficiencies or inconsistencies chat must be addressed

ordarftto comply with this Act.

L(b) A PERSON MAY FILE A CIVIL ACTION AGAINST A PERSON

OR ENTITY,INCLUDING THE STATE, AN INSTRUMENTALITY OF



DRAFT
For an Act entitled: "An Act adopting a mineral policy for

Che state."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1, AS 44.99 is amended by adding a new section
to read:
Sec. 44.95.110. DECLARATION OF STATE MINERAL

POLICY; CIVIL

ACTION, (a) The legislature, acting under art, VIII,
sec, 1 of the Constitution of the State of Alaska, in
an effort Lo further che economic development of the

state; to maintain a sound economy and Stable

employment j and to encourage responsibleeeconomic

t
development within the state for the benefit of preaé&nc

and future generations through the purposeful
development of the abundant mineral resources within

the state, 1including metals, Industrial minerals, and
coal, declares as the mineral policy cf the state that
(1) state land be available and etanagad for

mineral exploration and development througn multiple use.
u

[CD STATE LAND BE AVAILABLE FOR MINERAL EXPLORATION

AND DEVELOPMENT THROUGH MULTIPLE USE PRACTICES THAT MAY

NOT SUBORDINATE MINERAL RESOURCE DEVELOPMENT;]



THE STATE, OR AX OFFICER OR EMPLOYEE OF THE STATE

ACTING IN AN OFFICIAL CAPACITY, FOR FAILING TO CARRY

ouT A PoLiCcY ESTABLISHED UNDER THIS SECTION, A COURT,

IN ISSUING A FINAL ORDER IN AN ACTION BROUGHT UNDER

THIS SUBSECTION, MAY AWARD COSTS AND EXPERT WITNESS AN
ATTORNEY FEES TO THE PREVAILING PARTY.]

DELIVER TO; LOCATION

FRONE. ) P T— LOCATION-ACKISC- 32
TELEPHONE/TELECOPIER# TOTAL NUMBER OF PAGES-
TRANSMITTING ON/SPEED------------------eeeeee- QATEr, e TIMEAV A Q

PHONE FOR PROBLEMSNAME/NUMBER— G t32>  voc/ .U & i
COMMENTS




AR AR

ELIVERTO:"2J6G1- inrATinw o 6
rom-f  i/X», cri
TELEPHONE/TELEOMPIFRh 1 _ _
DER  TRANSMITTING ON/SPEEO date gy MEEROF FICES .
PHONE FOR PRQSLEMSNAME/NIMBGR =~ ~¢m i, tin 168.-20M
| COMMENTS-

March 13, 1987

The Honorable Richard Eliason, Chairman
Senate Rules Committee

Alaska State Legislature

P.0O. Box V

Juneau, AK 99811

Subject; CSSB94, Relating to Mineral Policy

Dear Senator Eliason:

-

On March 10, 1 wrote a letterto Senator Coghill (copy

enclosed) , Chairman of the Senate Resources Committee
concerning the Administration®s position on SB94, an act
relating to mineral policy. At that time, | 1indicated the

Administration®s support for the legislation, with several
amendments, many of which were adopted 1in the committee
substitute.

We believe the bill addresses several important points. The
first is that mineral exploration and development should
stand on the same footing as other uses of the state"s

resources--not that this department®s authorities for the
management of the state’s land base are in any way
diminished, but rather that mineral activities should be
given equal consideration in the multiple use management of
state land. Second, it is 1imperative that there is a sound
working relationship between state agencies and industry.
Third, a statewide transportation infrastructure is a vital
component 1in a policy that supports and encourages mineral
exploration and development. And finally, v-.hat public
knowledge and understanding of the state"s minerals
industries should be enhanced 1if the 1industry 1is to be an
aative economic force within the state.

The Administration continues to support the concept of the
legislation, though we continue to have some concerns with
the committee substitute as finally adopted by the Resources

Committee. Specifically, in regard to the language
contained inSection 2 of the committee substitute, we
believe that the Jlanguage proposed in my March 10 letter
concerning our review of the state > statutory and

regul-icory program 1is preferable to the current [language
contained 1in Section 2. The agencies are fully prepared to



The Honorable Dick Eliason -2 March 13, 1987

conduct this review with 1interested groups and individual

members of the public. We would strive to complete this
task as expeditiously as possible; however, we believe that
the six months mandated 1is too short. Rather, we support a

return to the Jlanguage 1included 1in our March 10 letter.

This change would also obviate the need for paragraph (b) of
Section 2, which should be deleted,

In conclusion, we believe that CSSD 94 is an important piece
of legislation which we can support with the amendments we
have pr posed for section 2. Thank you for your interest in
this ratter and we look forward to working with the

Legislature as it deliberates on the bill.

Enclosure

cc: Senate Resources Committee Members

Commissioner Collinsworth, ADF&G
Commissioner Kelso, ADEC






< v V.
-0-* r?
i Zwh! *
.U - M, L.
X ¢ o \Y
k fcci Miv .e" "r
C et te et e e e e e e e e e e e —e e e —— e s i aeeaeareaaire ieesibeeessesses s eeeseres beeeen
SV, am il M- m * el 9 > 1 -

L.om
. "Me\r>L ftftL Teu. ADb M \nit i.:
"y, l Il- - 7 e

flriw hODRc /. DH" t

V¥ v. W el iy vivr)l. M fto. ft; * oL g NeV o ¥«









1« OL Pfa'lltys, cnfl f I/ulaj- i yfolcz.
2. (ffc> <v> sitw i;a NAClistQ 4y~ f C4d-  $pCE</E- Cy /7-
d cfaju* /fajyvudka -
& (Q4dU>w 4a CftSIAfXU* —

m4 o (18M Koliz  fo (b AoPLC Qyxx kbak fo
ZKfU o fufr.  CIWIfUSOA



Official Buaineaa

NAME

COMMITTEE: Subject of meeting

M /1 (k x IS far# 7y N
date: l\/loasA IS er wsuions ey

SIGN-IN RERTYRRT

ADDRESS PHONE REPRESENTING

DO YOU WANT
TO TESTIFY?



HOUSE COMMITTEE REPORT

(9)
Date referred: 2/25/87 FURTHER referrals: Finance
DATE
The Resources Committee has considered CsSB 101(Fin)

"An Act making a special appropriation to the Office of the Governor for
representation of the State"s position on the Arctic National Wildlife
Refuge; and providing for an effective date."

RECOMMENDS:
[ 1 replace with [
[ 1 attached amendment(s)

] the same title

] a new title

[ do pass
do not pass
no recommendation
individual recommendations

additional referral to the Committee

ADOPTS: [ ] letter of intent

ATTACHES NEW FISCAL NOTE(S):

[ ] fiscal impact [ 1 same as previous Tfiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ 1 same as previous zero fiscal

note published

S| G OTHER RECOMMENDATIONS:
K GXZ 'hjjl Aa A

X G -voecer
Chairman®s signature

VIV Al
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STEVE CDWPER

GOVERNOR

State of Alaska
OFFICE OF THE GOVERNOR

J[TXKAU

February 3, 1987

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.0O. Box V

Juneau, AX 99S11

Dear Senator Faiks:

Under the authority of art. 111, sec. 18, of the Alaska Con-—
stitution, | am transmitting a bill to appropriate $393,000
for the purpose of representing the state"s position or. the
oil and gas development of the coastal plain of the Arctic
National Wildlife Refuge (AKV.F) .

Bad@.lound Information:

During 1its consideration of the Alaska National Interest
Lands Conservation Act (ANILCA), the U.S. Congress recog—
nised that there is a high potential of discovering oil and
gas deposits on the coastal plain of the Arctic National
Wildlife Refuge. Under provisions of the Alaska Statehood
Act ana other federal 1law, any revenue generated from oil
and gas development in ANWR would be shared by the federal

government with the State of Alaska. Based on the current
estimates, as much as $32 billion in revenues could accrue
co the state from development of ANWR. Therefore, a deci—

sion by Congress on whether to open the refuge to oil and
gas exploration could have 1important consequences both for
che state®s economic Tfuture and for the nation"s energy
needs.

Given the high oil and gas resource potential contained in
the coastal plain of ANWR, Congress, under Section 1001 of
ANTIiCA, directed the secretary of the interior to assess
ANWR for potential oil and gas resources and make recommen—
dations concerning future use and management of those re—
source as well as protection of the wildlife resources of
ANWR .

Section 100? (h) of AIL_ILCA requires chat the secretary, in
consultation vi1th the governor, conduct a continuing inven—
tory and study of the cish and wildlife of the coastal plain
of ANWR and submit a final report, known as the 1002(h) re—
port. to Conaress.



Hon. Jan Faiks Page 2

Euugei: Requirement:

rr extremely 1important issue to the ctcee in terirs
of potential employment arcl revenue. Similarly, since ANWR
is a v."ilc'liie refuge, protection of nationally recognized
fish arcl wildlife resources that reside in the area is also
important. In order to achieve the delicate balance Letweor
developing ANWR and protecting the fish and wildlife _.re—
sources, special efforts will be required at the state anc
national level. Such efforts will likely require additional
travel by agency staff to Washington, r.C., to consult with
Washington officials, assist the governor®"s office with ad-—
ditional public relations and Jlobbying erforrs, and seme
additional travel within Alaska.

Discussions are presently occurring regarding the acquisi—
tion cf land in ANWR by a number of Native corporations, and
possibly the state, 1in exchange 1icr land owned (by the Na-—

tive corporations and. the state) elsev;hcre 1in Alaska. In
the event these lard exchanges appear to be 1in the state’s
best interest, a significant amount of money will be

required by the state tc conduct computer proeocnirq. model —
ing efforts, and field work tec obtain needed area-specific

information regarding the geffFoqv of the

Stove Co.vpcr
Governor



' MEMORANDUM State or Alaska

department cf natural resources
DIVISION CF OIL AND GAS

16 Judith M. Brady DATE: January 12, 1587
Commissioner

FILE NO:
THRU: .
TELEPHONENO:  £e1_ 5000
FROM: Edward Phillips SUBIECT:arctic National

Petroleum Economist Wildlife Refuge (ANWR)
Land Trades and
Potential State Revenue

DFfR geologists and geophysists are in unanimous agreement that lands within
the coastal plain of ANWR represent the best remaining potential for major
oil and gas discoveries in Alaska. This estimated potential substantially
exceeds that of remaining unleased state lands. Under current law, federal
leasing of ANWR lands for oil and gas development would yield 50 percent of
any bonuses, rentals and royalty income to the state. In addition, the
stats would receive severance, corporate, property and conservation taxes
from development of ANWR leases. However, the royalty share alone could
constitute upwards of 70 percent of total state revenue from potential ANWR
development.

Eath past and proposed ANWR land trades with native corporations reduce the
revenue potential to the state by eliminating the state's share of potential
federal bonuses, rentals and royalties, but not state taxes. Although the
state"s overall severance tax revenues would increase from development of
ANWR regardless of whether or not the royalt" share is reduced by exchanges,
this gain is inconsequential by comparison t* the state"s potential royalty
loss from additional federal exchanges with third parties.

Given ANWR"s oil and gas potential, these losses could be substantial. The
attached table reflects the staff estimates of the relative state revenue
impacts of ANWR development assuming no additional exchanges and no
legislative reduction in the state®"s 50 percent share of revenues from
leasing in ANWR. (The revenue projections contained in Table 1 are derived
from the geological, geophysical and economic information contained in the
Draft ANWR Coastal Plain Resource Assessment (1002 Report). The draft
report aata and assumptions were used by the federal government to compute
the Net National Economic Eenefits (NNEB) from leasing ANWR and to provide
the justification for the policy recommendations contained within the report

Specific assumptions underlying the attached revenue projections are not
crucial to the basic issue, which is one of relative shares, or how the
potential pie is sliced rather than absolute amount(s) involved. F no revenue
projection or forecast that has the year 2000 as a base year can be treated
as a likely outcome. It is more properly viewed as "one possible outcome."
The use of federal revenue numbers just assures us that we are all speaking
the same language.



Judith M- Brady, Commissioner
January 12, 1987
Page 2

The assumptions underlying the estimates of potential land trade-related
revenue gains and losses to the state have geological, geophysical and
economic components. )dThe 1002 Report indicates that if oil is discovered,
the average recoverable-reserves are estimated at 3.2 billion barrels. This
quantity was used for the NNE3 estimate derived by ELM for the draft 1002
report, and provides the "assumed" reserve base or recoverable reserves for
this discussion” In our analysis, production would commence (from two
fields) in 2000 at a 1984 dollar price of $33.00 per barrel, and escalate at
one percent per year in real terms (production from one of the fields could
be delayed for a year or two without substantially affecting the results).
All estimates are in 1984 dollars, hence they are net of inflation, but they
are not discounted to reflect the time value (time preference) of funds to
the state.

Tne estimates are for the years 2000 through 2010. Production cannot
realistically be expected much before that time, and the Department of
Revenue currently does rot provide estimates of Pruchce Bay revenues
embodying the federal price assumptions for periods beyond 2010.

As Table 1 illustrates, potential ANWR revenues to the state (even given
current ASRC/KIC inholdings) could be substantial, exceeding those of
Frudhce Eav bv the year 2003. Ey the year 2010, ANWR"s revenue potential is
almost double that of Fruohce Bay using the federal price assumptions. This
would be true of almost any set of prices exceeoinc “the development
threshold for ANWR. Based upon the assumptions we have analyzed, any
further transfers of prospective ANWR lands from federal jurisdiction
reduces the state 3 per-barrel revenue potential by about 70 percent as a
result of loss to the state of potential royalties, bonuses and rentals. Ms
can be seen from Table 1, the potential royalty revenue at stake exceeds six
billion dollars.

We believe a significant transfer of revenue potential has already occured

by virtue of ASRC"s receipt of subsurface title to the two inholdings;g@;r
Kaktovik. The Oil and Gas Section of DMGG3 has estimated that up to of j
ANWR"s oil and gas reserve potential may be contained in lands already |
received by ASRC. Thus, this land trade could cost the state as much as

$1.6 billion (1984 $) in lost royalty revenues if the assumptions used in

the draft 1002 report and in this analysis are assumed. The volume of oil
and gas discovered and its relative locations will ultimately determine the.
extent of the revenue "loss" associatecf with the previous ASRC/KIC land
trades and any future land trades.

Attachment

0274pP



TABLE |
ESTIMATED POTENTIAL INCONE 2000 TO 2010*
(106 19048)

Year Prudhoe Bay gwi fi currnt ASRC Inlioldin?) AR Revenue as %
Royalty ~ Severance  Total oyalty ~ Severance Total_ _ of P.P. Revenue
2000 1056 670 1726 155 @ > 7 155 9
2001 923 573 1496 520 234 162 51
2002 014 408 1302 5 412 1179 85
2003 111 419 1130 179 410 1197 106
2004 625 362 907 790 425 1215 123
2005 534 313 047 11 431 1142 135
2006 430 266 696 629 341 970 139
2007 359 223 502 560 266 026 142
2008 294 179 473 506 206 712 151
2009 235 130 373 440 148 596 160
2010 159 100 259 406 105 511 197
6140 3731 9071 6279 2906 9265
3W AN
fflt.
-(IwW - w
it- 1 o'f A A

* using federal price assumptions

0273P
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i
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The Honorable Sam Cotten
Co-Chairman

Resources Committee

P.0. Box V

Juneau, AX 99311

Re: 90-10 Revenue distribution
for federal Ilands

Dear Representative Cotten:

In a February 26, 1987 memorandum, you asked a
number of questions regarding federal-state sharing of oil
and gas revenues 1in the event of oil and gas leasing in the
Arctic National Wildlife Refuge ("ANWR™). You asked:

1) IT the Congress were to repeal the
provisions of ANILCA closing the ANWR coastal
plain to oil and gas exploration and drill—
ing, without]amending the Mineral Leasing Act
of 1920 or the Statehood Act, would the State
be entitled to 90 percent of the federal oil
and gas revenues derived from Refuge lands?
Are there foreseeable ~circumstances under
which federal lands in the coastal plain
could be considered other than "public land"
subject to the Mineral Leasing Act and the
90-10 federal-state revenue sharing arrange—
ment?

2) Was PET 4 (the former Naval Petro—
leum Reserve) "public Uland” subject to the
same 90-10 revenue sharing arrangement as
other public land in Alaska? When the NPRA
Act passed in 1976, did it reduce or expand
the state"s revenue entitlement from the af—
fected acreage?
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Before answering your specific questions, it may
be helpful briefly to review the background of the 90-10
revenue sharing arrangement which currently exists. The
distribution of oil and gas revenues from federal lands de—
pends on whether they are "acquired lands™ or "public domain
lands.™ In general, ™"acquired lands are those granted or
sold to the United States by a State or citizen and public
domain lands were usually never 1in state or private owner —
ship.™ Wallis v. Pan American Pet. Corp. , 384 U.S. 63, 65
n.2 (1966).

Oil and gas leasing on acquired lands 1is governed
by the Mineral Leasing Act for acquired Jlands, 30 U.S.C.
& 351 et seq. Under that Act, revenues from oil and gas
leases on acquired lands are to be "distributed in the same
manner as prescribed for other receipts from the lands af—
fected by the lease.™ 30 U.S.C. § 355. As applied to wild—
life refuges created from acquired lands,this provision
requires that oil and gas revenues be distributed according
to the formula contained in the Wildlife Refuge Revenue
Sharing Act, 16 U.S.C. 8&715s, which provides that 75 per—
cent of the revenues go to the federal government and 25
percent of the revenues go to the county in which the wild—
life refuge is located. The rationale for this distribution
formula 1is that the lands were on local tax roles while in
private ownership, and giving some of the receipts from the
lands to the local countycompensates the county for the
loss of those property tax revenues.

Oil and gas leasing on public domain lands is gov—
erned by the Mineral Leasing Act of 1920, 30 U.S.C. 88 181
et sea. Under that Act, 90 percent of the revenues are ded-—
icated to the benefit of the states */and 10 percent are
paid into the United States Treasury.

This .90-10 revenue distribution formula applies to
both wvacant, wunappropriated and unreserved public domain

*/ For lower 48 states, 50 percent of federal oil and gas
revenues from public domain lands are paid directly to the
states and 40 percent is deposited into the Reclamation Fund
created by the Reclamation Act of 1902. Because Alaska is
not covered by the Reclamation Act and receive no benefits
from the Reclamation Fund, we receive the full 90 percent of
such revenues from federal public domain lands in Alaska.
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lands and (with limited exceptions not applicable here) pub—
lic domain Jlands withdrawn and reserved for specific pur—
poses, 1including withdrawals and reservations for wildlife

refuges. I represented Alaska in Watt v. Alaska, 451 U.S.

259 (1981), in the United States Supreme Court. The precise
issue in that case was whether the 90-10 revenue distribu—
tion formula applied to the withdrawn and reserved lands of
the Kenai National Moose Range. The Supreme Court, over the
United States®™ objection, held that it did.

Like the 1lands 1in the Moose Range, the [lands 1in
ANWR were withdrawn and reserved from the public domain for
refuge purposes; they are not acquired lands. There 1is no
substantive distinction between the Moose Range lands and
the lands 1in ANWR, and there 1is no substantive legal basis
for concluding that federal oil and gas leasing revenues
from ANWR would be distributed differently than those from
the Moose Range under existing law.

The revenue distribution formula 1in the Mineral
Leasing Act represented an historic trade-off in the history
ofpublic land law. In enacting it, Congress terminated its
historic policy of disposing of thepublic lands. Instead,
it determined that the federal government should retain
those public lands remaining in the states, but should use
most of the mineral revenues from those Jlands for the
state®"s benefit. See generally, Fairfax and Yale, The
Financial Interest or Western States in Non-Tax Revenues
From the Federal Public Lands (manuscript copy published by
the Western Legislative Conference, Council of State Govern—
ments, and the Lincoln Institute of Land Policy in 1985).
This historic compromise has governed distribution of miner—
al revenues from federal lands, particularly in the western
states, since 1920, and we can see no foreseeable®™ circum—
stances under which that fundamental compromise would be
changed at this time.

Accordingly, the answers to your first set of
guestions are: (1) The state would be entitled to 90 per—
cent of the federal oil and gas revenues derived from ANWR
lands 1f Congress repealed the closure of the ANWR coastal
plain in ANILCA without amending the Mineral Leasing Act of
1920 or the Statehood Act; and (2) we see no Tforeseeable
circumstances under which the ANWR coastal plain would not
be subject to the Mineral Leasing Act.

As noted briefly above, there are a few Ilimited
exceptions 1in the Mineral Leasing Act. One of these is for
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"lands within the naval petroleum and oil-shale reserves."”
30 U.S.C. 8&131. The revenue distribution provisions of the
Mineral Leasing Act provide that all monies which may accrue
to the United States "from lands within the naval petroleum
reserves shall be deposited in the Treasury as "miscellan—
eous receipts® ..." 33 U.S.C. 8&191.

In other words, at the time of the historic com—
promise when the United States decided to retain large
tracts of lands and share the benefits of mineral develop—
ment with the states 1in which those lands were located, it
expressly exempted from that sharing any benefits deriving
from the naval petroleum and oil-shale reserves. Former
Naval Petroleum Reserve No. 4 ("PET 4"™), now known as the
National Petroleum Reserve 1in Alaska ("NPRA™), accordingly
has never been subject to the Mineral Leasing Act of 1920
and the 90-10 revenue distribution formula had no applica—
tion to any revenues from NPRA. In section 11 of the Alaska
Statehood Act, Congress retained the exclusive legislative
authority over PET 4 as long as it remained a naval reserve,
so its status as far as federal-state relations has always
been somewhat different than other federal lands. When
Congress finally opened NPRA to competitive leasing in 1980,
it did so independently of the Mineral Leasing Act. It was
that separate congressional action in 1930 -- not the
Mineral Leasing Act -- which resulted in the state receiving
50 percent of revenues from oil and gas leasing in NPRA.
See 42 U.S.C. 86503. Absent that congressional action, the
state would have been entitled to none of the revenues from
NPRA.

Summarizing, the answers to your second set of
gquestions are: (1) PET 4 was never subject to the same
90-10 revenue sharing arrangement; instead, it was a spe—
cific (and single) exception to the 90-10 revenue sharing
formula; and (2) when Congress authorised leasing in NPRA,
it provided that the state was to receive 50 percent of the
revenues instead of none of those revenues which 1is what the
current law at that time would have provided in the absence
of congressional action.
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I hope this answers your questions. If we can be
of turther assistance, please contact us at your conven-—
ience.

Sincerely,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL

G. Thomas Koester
Assistant Attorney General

GTK/dIm

Cc:

Lieutenanc Governor Stephen McAlpine
Commissioner Judy Brady, DNR
Commissioner Don W. Collinsworth, PEG.
Commissioner Dennis Kelso, DEC

John Katz, Office of the Governor

3ob Grogan, Office of the Governor
Rod Swope, Office of che Governor



The Honorable Jan Faike
President of the Sanata
Alaska Stata Legislature
P.0. Box V

Juneau, AX 99811

Dear Sanator Falks:

Under tha authority of art. Il1l, aac. 18, of tha Alaska Con—
stitution, 1 aa transmitting a bill to appropriata 5393,000
for the purposa of raprasanting tha state®s position on tha
oil and gaa development of the coastal plain of tha Arctic
National Wildlife Refuge (ANWR).

Background Information:

During 1its consideration of tha Alaska National Interest
Lands Conservation Act (ANILCA), the U.S. Congress recog—
nized that thara is a high potential of discovering oil and

gas deposits on tha coastal plain of tha Arctic National

Wildlife Refuge. Under provisions of tha Alaska Statehood

Act and other federal law, any revenue generated from oil

and gas development in ANWR would be shared by tha federal

government with tha Stata of Alaska. Based on tha current
estimates, as much as $32 billion in revenues could accrue
to the atata from development of ANWR. Therefore, a deci—
sion by Congraaa on whether to open tha refuge to oil and
gaa exploration could have important consequences both for
tha state®s economic future and for the nation™s energy
needs.

Giver- tha high oil and gaa resource potential contained in
tha 1ijoaatal plain of ANWR, Congress, under Section 1001 of
ANILCA, directed the secretary of tha interior to assess
ANWR for potential oil and gas resources and make recommen—
dations concerning future use and management of those re—
source as wall am protection of the wildlife resources of
ANWR.

Section 1002(h) of ANILCA requires that tha secretary, in
consultation with tha governor, conduct a continuing inven—
tory and study of tha fish and wildlife of the coastal plain
of ANWR and submit a final report, known as the 1002(h) re—
port, to Congress.

Budget Requirements:

This is an extremely important issue to the state in terms

of potential employment and revenue. Similarly, since ANWR

is a wildlife refuge, protection of nationally recognized

fish and wildlife resources that reside in tha area is also

important. In order to achieve the delicate balance between

developing ANWR and protecting the fish and wildlife re—
sources, special efforte will be required at tha stata and

national level. Such efforts will likely requira additional

travel by agency staff to Washington, D.C., to consult with

Washington officials, assist the governor®s office with ad—
ditional public relations and lobbying efforts, and some

additional travel within Alaeka.

Discussions are presently occurring regarding th* acquisi—
tion of land in ANWR by a number of Native corpoi. jtions, and
possibly the state,.in exchange for land owned (by the Na—
tive corporations and the state) elsewhere in Alaska. In
the event these land exchanges appear to be 1in the state"s
bast interest* ¢ significant amount of money will be
required by the state to conduct computer processing, model —
ing efforts, and field work to obtain needed area-specific
information regarding the geology of the area.

sincerely,
/s/ Steve Cowper

Steve Cowper
Governor"
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President of the Senate
Alaska State Legislature
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Dear Senator Faiks:

Under tha authority of art. 111, sec. 18, of the Alaska Con—
stitution, | am transmitting a bill to appropriate $393,000
for the purpose of representing the state"s position on the
oil and gas development of the coastal plain of the Arctic
National wildlife Refuge (ANWR).

Background Information:

During 1its consideration of the Alaska National Inteleat
Lands Conservation Act (ANILCA), the U.S. Congress recog—
nized that thera is a high potential of discovering oil and

gas deposits on the coastal plain of the Arctic National

Wildlife Refuge. Under provisions of the Alaska sta.ahood

Act ard other federal law, any revenue generated from oil

and gas development in ANWR would be shared by the federal

government with the State of Alaska. Based on the current
estimates, as much as $32 billion in revenues could accrue
to the state from development of ANWR. Therefore, a deci—
sion by Congress on whether to open tha refuge to oil and
gas exploration could have important consequences both for
thad state"s aconomio future and for the nation®s snirgy
needs.

Given the high oil and gas resource potential contained in
the coastal plain of ANWR, Congress, under Section 1001 of
ANILCA, directed tha secretary of tha interior to assess
ANWR for potential oil and gas resources and make recommen—
dations concerning future use and management of those re—
source as well am protoction of the wild"ife resources of
ANWR .

Section 1002(h) of ANILCA requires that tha secretary, in
consultation with the governor, conduct a continuing inven—
tory and study of the fish and wild.ife of the coastal plain
of ANWR and submit a final report, known as tha 1002(h) re—
port, to Congress.

Budget Requirements:

This 1is an extremely important issue to the state in terms

of potential employment and revenue. Similarly, since ANWR

is a wildlife rofuge, protection of nationally recognized

fish and wildlife resources that reside in the area is also

important. In order to achieve tha delicate balance between

developing ANWR and protecting the fish and wildlife re—
sources, special efforts will be required at tha state and

national level. Such efforts will likely require additional

travel by agency staff to Washington, D.C., to consult with

Washington officials, assist tha governor®s office with ad-—
ditional public rolations and lobbying efforts, and some

additional travel within Alaska.

Discussions are presently occurring regarding the acquisi—
tion of land in ANWR by a number of Native corporations, and
possibly the state,.in exchange for land owned (by the Na-—
tive corporations and the siate) elsewhere in Alaska. In
tha event these land exchanges appear to be in the state"s
best interest* a significant amount of money will bDe
required by tha state to conduct computer processing, model —
ing efforts, and field work to obtain needed area-speciflL~
information regarding tha geology of tha area.

Sincerely,
/s/ Steve Cowper

Steve Cowper
Governor"
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The Honorable Sam Cotten
Co-Chairman

Resources Committee

P.0. Box V

Juneau, AK 99811

Re: 90-10 Revenue distribution
for federal lands

Dear Representative Cotten:

In a February 26, 1987 memorandum, you asked a
number of questions regarding federal-state sharing of oil
and gas revenues 1in the event of oil and gas leasing 1in the
Arctic National Wildlife Refuge ("ANWR™). You askedT

1) IT t..e Congress were to repeal the
provisions of ANILIA closing the ANWR coastal
plain to oil and gas exploration and drill—
ing, without"amending the Mineral Leasing Act
of 1920 or the Statehood Act, would the State
be entitled to 90 percent of the fedexal oil
and gas revenues derived from Refuge lands?
Are there foreseeable circumstances under
which federal 1lands 1in the coastal plain
could be considered other than "public land”
subject to the Mineral Leasing Act and the
90-10 federal-state revenue sharing arrange—
ment?

2) Was PET 4 (the former Naval Petro—
leum Reserve) "public land” subject to the
same 90-10 revenue sharing arrangement as
other public land in Alaska? When the NPRA
Act passed 1in 1976, did it reduce or expand
the state"s revenue entitlement from the"af—
fected acreage?
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Before answering your specific questions, it may
be helpful briefly to review the background of the 90-10
revenue sharing arrangement which currently exists. The
distribution of oil and gas revenues from federal lands de—
pends on whether they are "acquired lands"™ or "public domain
lands."” In general, "acquired lands are those granted or
sold to the United States by a State or citizen and public
domain lands were usually never 1in state or private owner—
ship.”™ Wallis v. Pan American Pet. Corn., 384 U.S. 63, 65

n.2 (19657:

Oil and gas Ileasing on acquired lands is governed
by the Mineral Leasing Act for acquired lands, 30 U.S.C.
& 35l1etseq. Under that Act, revenues from oil and gas
leases onacquired lands are to be "distributed 1in the same
manner as prescribed for other receipts from the lands af—
fected by the lease.” 30 U.S.C. § 355. As applied to wild—
life refuges created fromacquiredlands, this provision
requires that oil and gas revenues be distributed according
to the formula contained 1i1n the Wildlife Refuge Revenue
Sharing Act, 16 U.S.C. &715s, which provides that 75 per—
cent of the revenues go to the federal government and 25
percent of the revenues go to the county in which the wild—
life refuge is located. The rationale for this distribution
formula is that the lands were on local tax roles while 1in
private ownership, and giving some of the receipts from the
lands to the local county compensates the county for the
loss of those property tax revenues.

Oil and gas leasing on public domain lands 1is gov—
erned by the Mineral Leasing Act of 1920, 30 U.S.C. &8 181
et sea. Under that Act, 90 percent of the revenues are ded—
icated to thebenefit of the states */and 10 percent are
paid into the United States Treasury.

This.90-10 revenue distribution formula applies to
both wvacant, unappropriated and unreserved public domain

jV  For lower 48 states, 50 percent of federal oil and gas
revenues from public domain lands are paid directly to the
states and 40 percent is deposited into the Reclamation Fund
created by the Reclamation Act of 1902. Because Alaska is
not covered by the Reclamation Act and receive no benefits
from the Reclamation Fund, we receive the full 90 percent of
such revenues from federal public domain lands 1in Alaska.
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lands and (with limited exceptions not applicable here) pub—
lic domain lands withdrawn and reserved for specific pur—
poses, including withdrawals and reservations for wildlife

refuges. I represented Alaska in Watt v. Alaska, 451 U.S.

259 (1981), in the United States Supreme Court. The precise

issue in that case was whether the 90-10 revenue distribu—
tion formula applied to the withdrawn and reserved linds of
the Ker. ™ National Moose Range. The Supreme Court, o-var the

United Spatesl objection, held that it did.

Like the 1lands 1in the Moose Range, the lands in
ANWR were withdrawn and reserved from the public domain for
refuge purposes; they are not acquired lands. There 1is no
substantive distinction between the Moose Range lands and
the lands in ANWR, and there 1is no substantive legal basis
for concluding that federal oil and gas leasing revenues
from ANWR would be distributed differently than those from
the Moose Range under existing law.

The revenue distribution formula 1in the Mineral
Leasing Act represented an historic trade-off in the history
of public land law. In enacting it, Congress terminated its
historic policy of disposing of the public lands. Instead,
it determined that the federal government should retain
chose public lands remaining in the states, but should use
most of the mineral revenues from those lands for the
state"s benefit. See generally, Fairfax and Yale, The
Financial |Interest or Western States 1in Non-Tax Revenues
From the Federal Public Lands (manuscript copy published by
the Western Legislative Conference, Council of State Govern—
ments, and the Lincoln Institute of Land Policy in 1985).
This historic compromise has governed distribution of miner—
al revenues from federal lands, particularly in the western
states, since 1920, and we can see no foreseeable circum—
stances under which that fundamental compromise would be
changed at this time.

Accordingly, the answers to your first sec of
questions are: (1) The state would be entitled to 90 per—
cent of the federal oil and gas revenues derived from ANWR
lands if Congress repealed the closure of the ANWR coastal
plain in ANILCA without amending the Mineral Leasing Act of
1920 or the Statehood Act; and (2) we see no Toreseeable
circumstances under which the ANWR coastal plain would not
be subject to the Mineral Leasing Act.

As noted briefly above, there are a few limited
exceptions in the Mineral Leasing Act. One of these is for



he Honorable Sam Cotte . March 2, 1987
o-Cha|nrman, Resources r&ommntee Page 4

"lands within the naval petroleum and oil-shale reserves."”
30 U.s.C. & 181. The revenue distribution provisions of the
Mineral Leasing Act provide that all monies which may accrue
to the United States "from lands within the naval petroleum
reserves shall be deposited in the Treasury as "miscellan—
eous receipts®™ ..." 33 U.S.C. & 191.

In other words, at the time of the historic com—
promise when the United States decided to retain large
tracts of lands and share the benefits of mineral develop—
ment with the states in which those lands were located, it
expressly exempted from that sharing any benefits deriving
from the naval petroleum and oil-shale reserves. Former
Naval Petroleum Preserve No. 4 ("PET 4"), now known as the
National Petzoleum Reserve 1in Alaska ("NPRA"), accordingly
has never been subject to the Mineral Leasing Act of 1920
and the 90-10 revenue distribution formula had no applica—
tion to any revenues from NPRA. In section 11 of the Alaska
Statehood Act, Congress retained the exclusive legislative
authority over PET 4 as long as it remained a naval reserve,
so its status as far as federal-state relations has always
been somewhat different than other federal lands. When
Congress finally opened NPRA to competitive leasing in 1980,
it did so independently of the Mineral Leasing Act. It was
that separate congressional action 1in 1980 -- not the
Mineral Leasing Act -- which resulted in the state receiving
50 percent of revenues from oil and gas Jleasing in NPRA.
See 42 U.S.C. 86503. Absent that congressional action, the
state would have been entitled to none of the revenues from
NPRA.

Summarizing, the answers to your second set of
guestions are: (1) PET 4 was never subject to the same
90-10 revenue sharing arrangement; instead, it was a spe—
cific (and single) exception to the 90-10 revenue sharing
formula; and (2) when Congress authorized leasing 1in NPRA,
it provided that the state was to receive 50 percent of the
revenues 1instead of none of those revenues which 1is what the
current law at that time would have provided in the absence
of congressional action.
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I hope this answers your questions. If we can be

of further assistance, please contact us at your conven-—
ience.

Sincerely,

GRACE 3LRG SCHAIBLE

ATTORNEY GENERAL

G. Thomas Koester

Assistant Attorney General

GTK/dIm

CcC:

Lieutenant Governor Stephen McAlpine
Commissioner Judy Brady, DNR
Commissioner Don W. Collinsworth, F&G
Commissioner Dennis Kelso, DEC

John Katz, Office of the Governor

Bob Grogan, Office of the Governor
Rod Swope, Office of the Governor



BUDGET REQUIREMENTS

The following budget requests/needs were 1identified by the

indicated agency as being necessary to effectively deal
various aspects of ANWR decision making.

with

This budget request

would be presented to the Legislature as a request by the
Governor®s Office for a supplemental appropriation.

Department of Lawy

FY

0 FY

87

One trip to Washington, D.C., to consult with
Washington officials (air fare 51,204, per dienm
$558) .

Outside counsel with Charles Meyers of Gibson:
Dunn & Crutcher, author of Williams & Meyers,
Ooil & Gas Law.

88
Based on the ANILCA experience, an equivalent

of ten trips to Washington, D.C., would likely
be necessary.

Department of Natural Resources

One trip to Washington, D.C., to consult with
Washington officials (air fare $1,204, per dienm
$558) .

Charter flights for appraisal staff to field
inspect 8 900,000 acres of state land (selected
and TA"s).

Aerial photos, USGS maps, printing, reproduc—
tions, films, etc., Tfor land appraisal work.

88

One trip to Washington, D.C., to consult with
Washington officials.

Title litigation reports, insurance, reproduc—
tions, printings.

1,762

25-, 000

16,938

1,762

12,500

1,500

1, 762

2,500



Department of Fish and Game

One trip to Washington, D.C., to consult with $
Washington officials (air fare $1,204, per dienm
$558)

0 FY 88

One trip to Washington, D.C., to consult with $
Washington officials to work on land exchanges

Department of Environmental Conservation

0 FY 87

Two full time equivalents at the Environmental
Engineer 111 level will be needed. One would
serve as the prime organizer and reviewer. The
second would take the lead in preparing descrip-
tion of past management practices. Staff in all
areas of the agency would be drawn upon as well,,. ¢

1,762

1,762

|NttO.-u

Both positions would be stationed in Fairbanks”y (o a0 w5

(Costs for these positions, calculated on the v
basis of four (4) months funding for salary and
benefits, March thru June 1987, using the app?@—O—A
priate Fairbanks salary schedule.)

Two (2) trips to ANWR.

(Costs include air fare and per diem.)
(Approximately $3,500 per trip)

0 FY 88

1P2.

7,000

Two TFfull time equivalents at the Environmental $ 76,620

Engineer 111 level will be needed. One would
serve as the prime organizer and reviewer. The
second would take the lead 1in preparing descrip—
tion of past management practices. Staff in all
areas of the agency would be drawn upon as well.
Both positions would be stationed in Fairbanks.
(Costs for these positions, calculated on the
basis of eight (8 months funding for salary

and benefits, July 1987 thru February 1988,

using the appropriate Fairbanks salary schedule.)

Five (5) trips to ANWR. $ 18,070

(Costs include air fare and per diem.)
(Approximately $3,500 per trip)

One trip to Washington, D.C., for technical $
consultations with Washington officials.

9.

1,762



Governor®"s Office, Washington, D.C.
0 FY 87

One full time position to lobby, assist in
liaison with Washington, D.C. interest groups,
attend hearings and meetings, help coordinate
various elements of an advocacy program, and
maintain contact with agency personnel and
others in Alaska. (Costs for this position
calculated on the basis of four (4) months
funding for salary and benefits, March thru
June 1987, using the appropriate Juneau salary
schedule.)

Lobbying firm contract. (Costs for this S 36,000
contract, calculated based upon an estimated

39,000 per month for four (4) months. March

thru June 1987.)

Public relations/media firm contract. (Costs sf 36, 000
for this contract, calculated based upon an

estimated 39,000 per month for four (4) months,

March thru June 1987.)

0 FY 88

One full time position to lobby, assist in 3 50,295
liaison with Washington, D.C. 1interest groups,

attend hearings and meetings, help coordinate

various elements of an advocacy program, and

maintain contact with agency personnel and others

in Alaska. (Costs for this position calculated

on the basis of twelve (12) months funding for

salary and benefits, July 1987 thru June 1988,

using the appropriate Juneau salary schedule.)

Lobbying firm contract. (Costs for this 3108,000
contract, calculated based upon an estimated

39,000 per month for twelve (12) months. July

1987 thru June 1988.)

Public relations/media firm contract. (Costs 3108,000
for this contract, calculated based upon an

estimated $9,000 per month for twelve (12)

months, July 1987 thru June 1988.)



FUNDING REQUEST FY 87

Supplemental

FUNDING REQUEST FY 88

Operating Budget
Increment

Governor"s

Law
DNR
DFG
DEC

Fy 87

Governor"s

Law
DNR
DFG
DEC

Fy 88

Office

TOTAL

Office

TOTAL

14 88 f765
26,767
15,-62---=

1,762
45,310

\S178, 361".

5266,295
16,933
4,262
1,762
96,452

§385,“09






SENATE
Letter of Intent
CSSE 108 (RES)

The Judiciary committee, 1in considering SB-108, was made
aware by a principal proponent of the bill (Yukon-Pacific
Corporation) that in the corporation®s project description and
its scopeing document, it has signified its intention to
encourage local hire at all "TAGS" facilities; to provide
training for operation and maintenance personnel; to comply
with State and Federal standards which are applicable or which
will become applicable for the Alaska labor market and to use
qualified Alaska labor in construction.

The committee welcomes these assurances. It is intended
that in the administration of this chapter, the commissioner
will encourage the utilization of qualified Alaska workers to
the maximum possible extent.

Adopted May 9, 1987.



February 16, 1987

The Honorable Lloyd Jones
Chairman

Senate Transportation Committee
Alaska State Legislature -
P.0. Box V

Juneau, AK 99801

Dear Senator Jones:

Subject: Senate Bill 108, relating to decisions on
right-of-way lease applications.

Position: The Department of Natural Resource supports the
amendment to the oil and gas pipeline,right-of-way leasing
statute (AS 38.35.100(b)) described in this bill.

Background:— Senate Bill 108 would allow the commissioner to
issue a...conditional pipeline right-of-way lease®"even if the
applicant~rs“Tjot® presently "fi~t,willirig and able.™

The existing "fit, willing and able"™ standard requires the
Applicant to be nearly ready to begin construction before a
right-of-way lease can be issued. In other words, financing
has to be reasonably assured, gas sale contracts and markets
in place, and construction desiqgns substantially completed.

The commissioner currently has only one alternative to
finding an applicant "fit, willing and able,”"™ and that is to
deny the application. Thi3 bill would provide the
commissioner with an additional alternative? the ability to
issue a conditional right-of-way"lease, subject to
conditions that ensure the applicant will become "fit,
willing and able."”

This bill would have a positive effect on the economic
development of pipeline projects in Alaska and would not
reduce, the _"fit,".willing and able"™ standards an applicant
"would be required to "meet prior.to actual construction of a

mipeline.>ve . z
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Recommendation: To ensure that the applicant is required to
become "fit, willing and able"” within a reasonable period of
time, add the words "within a prescribed amount of time" to
line 15, after the word able.

Please let me know if you would like additional information.
Sincerely,

\

Judith H. Brady j
Commissioner 1

cc: Committee members
Governor®"s Legislative Liaison
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DEPAIWMENT OF NATIRAS. RKSOIRCES 400 WILLOUGHBY AVE

JUNEAU. ALASFA 9980T-1796

PHONE (907) 465-2400
OFFICE OF THE COMMISSIONER

March 26, 1937

The Honorable Jay Kerttula
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Senator Kerttula:

The purpose of this letter is to provide an explanation or
how the proposed change in the right-of-way leasing statute
(SB 108) will affect the processing of oil and gas pipeline
applications.

Under the existing statute, before an application is accepted
by the department, it must be complete. That 1is, it must
contain any and all data, information, plans, and exhibits
deemed necessary by the commissioner to accomplish the
pre-public hearing analysis, and the final decision to issue
or deny, which follows the public hearing. A major element
of the final decision is the commissioner®s determination
that the applicant is "fit, willing, and able” to perform in
a manner consistent with the public interest.

The "fit, willing, and able™ determination 1is an in-depth
analysis of the applicant™ financial and technical capability
to perform as expected. Some considerations addressed under
the "fit, willing, and able" standard include:

1. The status of financing arrangements;

2. Whether there will be oil or gas sales contracts
dedicated in sufficient quantities tc support the

project; and

3. Whether the extent of preparation shews that this
applicant can build the project as planned.

If the commissioner decides favorably for the applicant with
regards to the "fit, willing, and able"” determination, a
right-of-way lease can then be offered. However, a negative
determination results in an outright denial.
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The proposed statutory amendment (SB 108) would provide an
additional option by allowing the commissioner to issue a
conditional right-of-way lease. What follows is the state”"s
understanding of how the adjudication process will work with
the passage of SB 108. ] -

Project review, adjudication, and monitoring will take place
in five stages. Those stages are:

1. Pre-application, application, and conditional right-of-
way 1issuance. e : ~

2. Preconstruction (including field programé);

3. Construction (including rehabilitation).

4. Maintenance and operations monitoring.

5. Abandonment. = f
Stage 1 is characterized by the identification of issues,
scoping, and development of work programs. A great deal of
time 1is devoted to coordination with federal, state, and
local government agencies to develop a consistent approach

to the development of lease language, the administration of
lands within the corridor, and a joint monitoring and

surveillance program. Examples of Stage 1 tasks are presented
below:
1. Identification of key technical personnel needed to
resolve resource related issues. Included is the

development of agency budget needs for Stages 2 and 3
of the project.

2. Development of a State Administrative Order to
establish the roles of the participating state
agencies, and their relationship to each other, and to

establish appropriate authority. ,
3. Expedited resolution of general route 1issues.

4. Extensive coordination with the appropriate federal
agencies to develop the following:

(@ Consistent language (te..ms and conditions) between
the state right-of-way lease and the federal

right-of-way grant.

: {.(Q% - A -joint agreement on the administration of .lands
V- - along the pipeline corridor; and “\/ et

do o w A A A B T . kkr ;V._;' L
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© A joint monitoring and surveillance agreement to
cover the entire life of the pipeline project.

5. Expedited review and comment on the draft and final
environmental impact statements, the Co™ps of Engineers
Section 10/404 permits, and coastal zone consistency
determinations on various aspects of the project.

6. Development of list of issues and concerns that must be
resolved prior to issuance of the Authorization to
Construct. |Included are the procedures necessary to *
implement the program. This work essentially sets the
work plan for Stage 2. .

7. ldentification of special technical studies that must
be completed prior to final design approval. Such
studies include, but are not limited to, stream cross-
ings, cold or hot pipe effects on surface or subsurface
waters, air and water quality monitoring, and pipeline
integrity. - v. "

8. Review the permitting strategy provided by the appli-
cant. This i1nformation is incorporated iIn the lease
terms and Conditions and used as milestones to be
accomplished prior to issuance of Authorization to
Proceed. -~

9. Establish a conceptual agreement with the applicant
about facilities use, maintenance, and repair. This
agreement forms the basis for reimbursement to the
state for repair or reconstruction of roads, airports,
or other state facilities.

10. Establish procedures for preventing conflicts between
existing and proposed facilities, including but not
limited to, ANGTS, TAPS, and state highways.

To protect the various state interests, the lease would be
conditioned in such a way that the commissioner®s "fit,
willing, and able™ determination would be made during

Stage 2. In any case, the determination will be made prior
to the 1issuance of the Authorization to Construct. A
process and schedule will be established through the terms
and conditions to establish explicit deadlines for resolving
issues and making the necessary determination. The overall
intent iIs to ensure that issues are resolved well iIn advance
of actual construction.

Stage 2 involves a high _level .of involvement of agency > ..£&
J-personnel .- Depending on _the® size and scope of .the project
¥<"It Is appropriate to consider establishing a State _Pipeline
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Office. This office would be staffed by personnel fronm
participating state agencies having the responsibility to
collect data (fish and wildlife, habiiat, aii and water ",
quality, geotechnical, hydrological, etc.) necessary for
final design approval, and will authorize the beginning of
construction. Baseline studies will be conducted, and

review of design concepts, criteria, and specifications will

LES
%bq‘gpnductaqu*_ . - m* -

: IR \ ; i meaN o e R yeR

e"-"eStage 2 will "culminate*with the commissioner®s "fit, ~

willing, and able" determination, and the issuance _of the

Authorization to Construct. b e r" ,
J— . * '.

Stages 3, 4, and 5 will proceed normally, unaffected by the

statutory change "represented in S3 108." . M- e .

Under AS 38.35.140(b) the lessee is obligated to "reimburse
the state for all reasonable costs incurred in processing an
application filed ui.der AS . ,35.050 and in monitoring the "
construction of the pipeline on the right-of-way." Accord—
ingly, state agencies such as the Alaska Departments of Law,
Natural Resources, Fish and Game, Environmental

Conservation, and Transportation and Public Facilities
expect to enter into a reimbursement agreement with any '

\ applicant. A reimbursable services agreement shall include, ~

but not be limited to,-pre and post application stages,
pre-construction and construction, and maintenance and *» -

operation monitoring. Pre and post application activities"™ >
include inter-agency negotiations and review of relevant .
documents. Agencies may require the lessee to provide e -

-direct services, such as transportation and lodging, 1in lieu

of reimbursement.

The Department of Natural Resources supports SD 108.

Passage of the bill into lew will likely result in an
increase in application: for pipeline rights-of-way and a - ;
corresponding work load. I believe it is in the state"s
interest to do so as it introduces a higher level of consis—
tency to the department®"s adjudication process, encourages
the participation of smaller companies while not discourag—
ing participation of larger ones, and provides protection m.
against speculation by incorporating terms and conditions
requiring performance standards, which if not met, could

void the lease. na



T0:  CS for SENATE BILL NO. 108 (Resources)

Page 2, lines 16 and 17, after "section":
Delete: (favorably to the applicant)

Page 2, line 16, after "section":
Insert: that the applicant can be reasonably expected in
the future to be fit, willing, and able to perform
under the application,



AMENDMENT ONE

To establish requirements for written findings related to
conditional uses:

1. p. 1, line 12, after " letermine,", insert:
in a written finding
2. p. 3, line 20, after "interest", insert:
I011-f'v. »

and issuing findings to substantiate a decision

allov/ the transfer



AMENDMENT TWO
To clarify some distinctions between conditional and

regular leases:

1. p. 2, line 19, after "application", 1insert:

under a conditional lease

2. p. 3, line 1, after "lease"™, insert:

or a conditional Ilease

3. p. 4, line 16, after "If", insert:

during the term of a conditional lease



AMENDMENT THREE
To clarify that the conditional lease is revocable and

carries no preference or priority rights

1. p. 4, line 25, after "right-of-way.", insert:

A conditional lease -may be revoked at any time
that the commissioner determines that the applicant
will not be fit, willing, and able to perform during

i-i: /

the term of the lease or when an uncondjgjondl lease is
t1 7 7 ? 7 * 77 7 3 Ti71

vV

issued for all or part of the ricrht-of-way.

2. p. 4, line 26, delete "priority" and insert after
"rights":

, including preference or priority rights.

*



AMENDMENT ONE

To establish requirements for written findings related to
conditional uses:

1. p. 1, line 12, after "determine,", insert:
in a written finding
2. p. 3, line 20, after "interest"™, insert:
( ar.d issuing findings to substantiate a decision to

allow the transfer



AMENDMENT TWO
To clarify some distinctions between conditional

regular leases:

1. p. 2, line 19, after "application”™, insert:

under a conditional lease

2. p. 3, line 1, after "lease"™, 1insert:

or a conditional lease

3. p. 4, line 16, after "If", insert:

during the term of a conditional lease

and



AMENDMENT THREE
To clarify that the conditional lease is revocable and

carries no preference or priority rights

1. p. 4, line 25, after "right-of-way.", 1insert:

A conditional lease may be revoked at any time
that the commissioner determines that the applicantg%
will not be fit, willing, and able to perform during
the term of the lease for\when Jan”unconditional lease”is

issued~|for all or part of the right-of-way.
2. p. 4, line 26, delete "priority" and insert after

"rights":

, including preference or priority rights.

/ (Pi
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IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 108 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to decisions of the commissioner of
natural resources regarding the eligibility of an
applicant for a pipeline right-of-way permit.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.35.100 is amended to read:
Sec. 38.35.100. DECISION ON APPLICATION. (a) The commissioner
shall promptly determine? on an'application filed wunder AS 38.35.050,
whether the applicant is fit, willingj and able to perform the trans-
portation or other acts proposed in a manner that will be required by
the present or future public interest. /In making a determination the
commissioner shall consider whether or not
(1) the proposed use of the right-of-way will unreasonably
conflict with existing uses of the land involving a superior public
interest;
(2) the applicant has the technical and financial capabil-
ity to protect state and private property interests; k iL
(3) the applicant has the technical and financial capabil-
ity to take action to the extent reasonably practical to
(A) prevent any significant adverseenvironmental
impact, including but not limited to, erosion of the surface of
the land and damage to fish and wildlife and their habitat;
(B) undertake any necessary restoration or revegeta-
tion; and
(C) protect the interests of individuals living in the

SB0108d -1- CSSB 108(Res)
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general area of the right-of-way who rely on fish, wildlife® and

biotic resources of the area for subsistence purposes;

(4) the applicant has

reasonably foreseeable damages for

liable on claims arising from the

the financial capability to pay
which the applicant may become
construction, operation, mainte-

nance 3 or termination of the pipeline”®

(5J_ the applicant has agreed that in the ~construction and

operation of a pipeline within the

right-of-way the applicant will

comply with and require contractors and their subcontractors to comply

with applicable and valid

laws and regulations regarding the hiring of

residents of the state then in effect or that take effect subseguent-

iz-

(b) If the commissioner makes the [THESE] determinations under

(a) of this section favorably to the applicant, then the commissioner

may grant the whole or part cf the application. [If the commissioner\

makes the determinations under (a)(l) - (5) of this section/ifavorably

to the applicantbut determines~\that the applicant is not (“hen® fit,

wi 1Lijif.] and able to perform under, the applicationy the commissioner

may grant the application®subject to conditions established by the

commissloner that will ensure that the applicant will, within a pre-

scribed period of time not exceeding 10 years®JMestablish that the

aPPlicant is fit,

willing, and able, under (a)_ of this section, to

Mperform the transportation or other acts that will be required by the

present or future public interes

applicant is not entitled to a

notice or authorization to proceed to construction, or its equivalent,

under a conditional lease until the commissioner determines in writing

that the applicant has satisfactorily established that the applicant

is then fit, willing, and able to perform under (a) of this section.

Otherwise, the commissioner shall deny the application.

CSSB 108(Res)

-2-

SB0108<J
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/ (¢c) The commissioner may offer the applicant: a lease under this

section. If the applicant does not accept a lease offered under this

Section within 30 days, the leasi offered is withdrawn [IN ORDER TO

J

GRANT THE WHOLE OR PART OF THE APPLICATION THE COMMISSIONER SHALL
OFFER A LEASE TO THE APPLICANT FOR ITS ACCEPTANCE THROUGH SIGNING OF
THE LEASE AND AGREEING TO COMPLY WITH ITS TERMS, CONDITIONS, AND
OBLIGATIONS.  ONLY UPON PROPER ACCEPTANCE OF OFFERED LEASE BY THE
APPLICANT WITHIN 30 DAYS AFTER ITS HAVING BEEN PRESENTED IS THE GRANT
OF THE APPLICATION CONSUMMATED].

* Sec. 2. AS 38.35.100 is amended by adding new subsections to read:

/ (d) The commissioner shallinclude in a conditional lease each
) requirement and condition of the covenants established wunder AS 38.-
35.120, The commissioner may also require that the lessee agree to
additional conditions that the commissioner finds to be in the public

'‘— interest. /In place of the covenant established wunder AS 38.35.-

120(a)(9), the commissioner shall require thellessee to agree that it
will not transfer, assign, pledge, or dispose of in any manner, di-
rectly or indirectly, its interest in a conditional right-of-way lease
or a pipeline subject to the conditional lease, unless, the cominis-
sioner, after considering the public interest® authorises the trans-
fer. The ccmmissioner shall also require the lessee to agree not to
allow the transfer of control of the lessee without the approval of
the commissioner; as used in this subsection, "transfer of control of
the lessee"” means the transfer of 30 percent or more, in the aggre-
gate, of ownership interest in the lessee in one or more transactions
to one or more persons by one or more persons.
(e) The commissioner shall require a conditional lessee to agree
that
(L) in the absence of the approval of the commissioner, a

SB0108d -3- CSSB 108 (Res)
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transfer may not relieve the lessee of an obligation assumed under the
lease;

(2) a transfer, including the transfer of lessee, that
occurs without the approval of the commissioner is ineffective to
transfer interests in and obligations under the lease; and

(3) a transfer constitutes a default under "he lease.

() In an application for the approval under (d) of this section

of a transfer of an interest, the commissioner shall consider whether
the proposed transferee will be fit, willing, and able to perform the
transportation or other acts proposed under the conditions established
in the conditional lease and whetner the transfer is in the public
interest. In approving the transfer of an interest under (d) of this
section and this subsection, the commissioner may impose any condition
on the transfer that the commissioner considers in the public inter-
est .

(g) [IfAthe commissioner determines under (a) of this section
that the applicant is fit, willing, and able to perform the transpor-
tation or other acts proposed in a manner that will be required by the
present or future public interest, the commissioner may amend the
conditional right-of-way lease to insert the covenant established in
AS 38.35.120(a)(9) in place of the covenant against a transfer estab-
lished under (d) and (e) of this section.

(h) The issuance of a conditional lease does not prevent
commissioner from issuing other conditional or wunconditional leases
for the same right-of-way. An applicant or conditional lessee accrues
no priority rights to a particular right-of-way until the commissioner
makes a determinat Lon that the applicant or conditional lessee is then
fit, willing, and able to perform the transportation or other acts
proposed under (a of this section.

CSSB 108 (Res) -4- SB0108d

the



(1)  The commissioner shall insert a provision
requirements of (a)(5) of this section into each
into by the commissioner for the construction and

pipeline within the state.

sB0108d -5-

implementing

the

agreement entered

operation

CSSB 108(Res)

of

a



© ©oOo N o o1 B~ W N

—
o = = = —_ = — — — —
co - o [S 2 BN N wo o — o

(c) The commissioner may offer the applicant a leassbunder this
section. If the applicant does not accept a lease offered under this
section within 30 days, the lease offered is withdrawn [IN ORDER TO
GRANT THE WHOLE OR PART OFTHE APPLICATION THE COMMISSIONER  SHALL
OFFER A LEASE TO THE APPLICANT FOR ITS ACCEPTANCE THROUGH SIGNING  OF
THE LEASE AND AGREEING TO  COMPLY WITH ITS TERMS, CONDITIONS, AND
OBLIGATIONS.  ONLY UPON PROPER ACCEPTANCE OF OFFERED LEASE BY THE
APPLICANT WITHIN 30 DAYS AFTER ITS HAVING BEEN PRESENTED IS THE GRANT
OF THE APPLICATION CONSUMMATED].
Sec. 2. AS 38.35.100 is amended by adding new subsections to read:

(d) The commissioner shall include in a conditional lease each
requirement and condition of the covenants established wunder AS 38.-
35.120. The commissioner may also require that the lessee agree to
additional conditions that the commissioner finds lo be in the public
interest. In place of the covenant established under AS 38.35.-
120(a)(9), the commissioner shall requirS"FFie'~essee to agree that it
will not transfer, assign, pledge, or dispose of in any manner, di-
rectly or indirectly, its interest in a conditional right-of-way lease

or a plpellne subject to che condltlonal lease,, unless the commis-
----- 0
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sioner, after considering the publlc interest/ authorizesthe /Erans-
fer. The commissioner shall also require "thepessee o agree not to
allow the transfer of control of the lessee without the approval of
the commissioner; as used in this subsection, "transfer of control of
the lessee" means the transfer of 30 percent or more, in the aggre-
gate, of ownership interest in the lessee in one or more transactions
to one or more persons by one or more persons.

(e) The commissioner shall require a conditional lessee to agree
that

(1) in the absence of the approval of the commissioner, a

SB0108d -3- CSSB 108 (Res)
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transfer may not relieve the lessee of an obligation assumed under the
lease;

(2) a transfer, including the transfer of lessee, that
occurs without the approval of the commissioner is ineffective to
transfer interests in and obligations under the lease; and

(3) a transfer constitutes a default under the lease.

(f) In an application for the approval under (d) of this section
of a transfer of an interest, the commissioner shall consider whether
the proposed transferee will be fit, willing, and able to perform the
transportation or other acts proposed under the conditions established
in the conditional lease and whether the transfer is in the public
interest. In approving the transfer of an interest under (d) of this
section and this subsection, the commissioner may impose any condition
on the transfer that the commissioner considers in the public inter-
st P - Liv

(g) Ifythe commissioner determines under (a) of this section
that the applicant is fit, willing, and able to perform the transpor-
tation or other acts proposed in a manner that will be required by the
present or future public interest, the commissioner may amend the
conditional right-of-way lease to insert the covenant established in
AS 38.35.120(a)(9) in place of the covenant against a transfer estab-

. <ud finut- 6 Ilu*? At/ imM -0 ,
lisI~a-Wer (d) and (e) of this sectionA xucru-imu AS 35, | A

{( (h) /The issuance of a conditional lease does not prevent the (WAL .
COﬂISI’H asaroner from |ssb|ng\u?her copditional or unconditional lease/s 1A »Tl x2mns

LA UMtor ttf; hvu*  IWd— pv- C C Y M \Y; I
forr the same right-of-way. /\An appl|cant or conditional lessee accrues A\A ¢ir, ocn

v PdA%)) V' "\

no ffrrlorlty|r|ghtfs"tu a~~particular right-of-way until the commissioner AL

makes a determination that the applicant or conditional lessee is [Then |
fit, willing, and able to perform the transportation or other acts A =

oroposed under (a) of this section.

CSSB 108 (Res) -4- SB0108d
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